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Dear Commissioner Ness:
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I am writing to express the views of my company regarding the FCC's

implementation of rules for Personal Communications Services. As a small

business owner with several years ofexperience in cellular telephony, paging and

SMR, I am eager to involve my company in the upcoming auctions for broadband

PeS. PCS promises to usher in a new era of competition and high-technology in

mobile communications and local access services. By many estimates. the PeS

industry could create tens of thousands of new jobs and add billions of dollars to

the U.S. economy over the next decade.

For this to happen. past experience shows how critically important it is that

there be a level playing field for all participants. Congress recognized this fact

when it amended the Communications Act to authorize spectrum auctions. I urge

the FCC to faithfully implement the will of Congress as specified in Section 309 (j)

of the Act. One of the primary objectives this section seeks to achieve includes

"ensuring that new and innovative teChnologies are readily accessible to the

American people by avoiding excessive concentration of licenses and by

disseminating licenses among a wide variety of applicants. including small

businesses. rural telephone companies, and businesses owned by members of

minority groups and women."

In creating this law. Congress may have recalled the pre-Consent Decree

days when consumer choice in long-distance providers was virtually non-existent.

However. with post-MFJ regulations and court-ordered protections in place

competition was promoted in a variety of ways. Tariff filing requirements were

eased for smaller firms and they were allowed to connect their equipment with the
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existing telecommunications infrastruetm'e. Soon, hundreds of new providers were

guaranteed equal access to subscribers. With the new regulatory framework these

young companies could operate on a more equal footing with the dominant camero

With increased competition companies were forced to speed up the deployment of

fiber optic and advanced intelligent networks. Today, the customer benefits from a

multitude of calling plans, custom features and technological advances in long

distance service, even as rates have fallen dramatically over the last decade.

In determining how to best implement the Congressional mandate of Section

309 (j) in PeS, I urge the FCC to recall one of the central lessons from the break

up of the Bell system: small, non-dominant earners need special proteetion if they

are going to successfully compete against an entrenched market force. Today, over

90% of all cellular licenses in the U.S. are controlled by the subsidiaries of a

handful of large telecommunications finns. These companies generate billions of

dollars in internal cash flows each year from their networks. Many of these telecom

Goliaths have already announced that they hope to forestall new PeS entrants from

gaining a market foothold by expanding these networks. Whereas LECs were

granted cellular licenses at no cost (through lottery set-asides), PeS licensees will

bid for congested bands and then must pay high costs to relocate fixed microwave

users. Further, it is likely that these microwave operators will seek large premiums

to relocate in advance of the FCC's mandatory negotiation period. The FCC must

create a regulatory framework which offers new entrants a chance to compete on an

even footing, given these factors.

In spite of the handicaps now facing the PCS industry, it does appear that

adequate venture capital backing will be available to new PCS entrants if the FCC

adheres to its previous proposals for set-asides of at least 30 MHz, preferably

entirely within the 1850-1990 MHz band, and flexible fmancing arrangements.

However, if designated entities must bid for the same spectrum blocks that deep

pocketed players seek, for all practical purposes they will be locked out of PeS.

For this reason, the use of bidding credits, to the exclusion of frequency set-asides,

is not a guaranteed way to achieve the objectives Congress set forth in Section 309

(j). Set-asides are a tried and tested method routinely used by other government

agencies to help achieve important public policy goals and have already passed

Constitutional challenge in a number of cases. The FCC record reflects general

support for set-asides among a diverse group of commentators. In fact, few have

opposed the proposed approach. Finally, no alternative approach was proposed by

the Commission in its Notice of Proposed Rulemaking for broadband PCS auctions



and to institute such a major change now could subject the proceeding to a lengthy

delay in reconsideration.

According to Commerce Department statistics, the small business sector is

an increasingly important engine for job growth in the United States. Small

businesses, historically, have been a force for innovation and change in the

telecommunications industry. Further, I know from experience that small

businesses have a difficult enough time raising money. Small businesses and other

designated entities should not be kept out of PCS through de facto barriers to their

full and equal participation.

I trust that these points will be taken into consideration before the

Commission completes its deliberations concerning the future of PCS.

Jo Prawat
sident and CEO
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The DigiVox Corporation submits this §X parte submission in

the above captioned proceeding to urge the Commission to set

aside spectrum blocks to ensure that businesses owned by

minorities and women, small businesses and rural telephone

companies ("designated entities") participate in the broadband

Personal communications services ("PCS") industry.

Set-asides guarantee designated entity participation in the

PCS industry and fulfill Congress' intent in the 1993 BUdget Act

of promoting economic growth among designated entities. Absent

set-asides, designated entities simply are not as attractive to

investment bankers and venture capitalists compared to large

communications services providers given the vast amount of

capital necessary to participate in the PCS industry.

set-asides guarantee that businesses owned by women and

minorities will not have financing barriers to overcome which

historically have prevented them from securing adequate funding

to become owners of telecommunications entities. This is

critical given the extremely capital intensive nature of



1

- 2 -

developing and deploying PCS systems. Moreover, diversity of

viewpoint will be expanded by disseminating PCS licenses among

businesses owned by minorities and women. Businesses owned by

minorities and women will have an opportunity to offer an array

of diverse services and expressions that promote the widespread

acceptance of PCS among seqments of the population which

historically have not benefitted from technological innovation.

We recommend that the Commission adopt designated entity

set-asides as expeditiously as possible to provide designated

entities the genuine economic opportunity envisioned by Congress.

Chief Executive Officer

June 1, 1994


